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December §, 2010

The Board of Directors
Rutherford House
Shreveport, Louisiana

Independent Auditor’s Report

We have audited the accompanying statement of financial position of Rutherford Housc at June 30, 2010,
and the related statements of activities and cash flows for the year then ended. These financial statements
are the responsibility of the Organization’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducied our audit in accordance with auditing standards generally accepted in the United States of
America and Government Auditing Standards issucd by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial stalements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit alsa includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in a1l material respects, the financial
position of Rutherford House at June 30, 2010, and the changes in its net assets and its cash flows for the
year then ended, in conformity with accounting principles generaliy accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated December 8,
2010 on our consideration of Rutherford House’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purposc of that repost is to describe the scope of our testing over internal control over
financial reporting and compliance and the results of that testing, and not 1o provide an opinion on the
interaal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this

report in considering the results of our audit,
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RUTHERFORD HOUSE
STATEMENT OF FINANCIAL POSITION

JUNE 30. 2010
Rutherford Office and
ASSETS House I-V School
Current assets:
Cash-Note 3 - 5,497
Investments-Note 4 - 291,188
Accounts receivable-Note 6 352,614 75,375
Prepaid expenses - 40,253
Total current assets 352,614 412,313
Book value of fixed assets-Note 5 - -
Total assets 352614 412313
LIABILITIES AND NET ASSETS
Current liabiiities:
Accounts payable - 63,405
Other current liabilities - 37,905
Total current liabilities - 101,310
Net assets:
Unrestricted 352614 311,003
Temporarily restricted - —_
Total net assets 352614 311.003
Total liabilities and net assets 352614 412,313

The accompanying notes are an integral part of the financia) statements,
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RUTHERFORD HOUSE

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 34, 2010

Rutherford Office and
House I-V School
Public support and revenue:
Public support:
Contributions-Note 7 - 72,324
Government grants:
Louisiana Department of Corrections 1,771,589 -
Office of Community Scrvices 151,150 -
Louisiana Commission on Law
Enforcement - 69,623
Louisiana Department of Education - 71,680
Caddo Parish School Board - 152,927
City of Shreveport - 3,000
Caddo Parish - 52,545
Total public support 1,922,739 422,099
Revenue:
Investments - 4,719
Fundraising, net of $2,066 in expenses 5,979
Other 49.367
Total revenue - 60.065
Total public support and revenue 1,922,739 482164
Expenses:
Salaries and wages 796,379 875,107
Payroll taxes and related expense - 191,529
Fringe benefits - 270,771
Travel and training 497 7,620
Office supplies - 29,850
Repairs and maintenance 22,079 37,528
Utilities 38,233 75,432
Insurance - 62,913
Depreciation: - -
Food 9,106 160,809
Medical 1,723 17,415
Recreation 9,556 476
Laundry and linen 20,899 -
Personal hygiene 6,095 781
Telephone - 18,001

Truancy
Center

62

509,072
509,134

509,134

114,232

The accompanying notes ar¢ an integral part of the financial statements.
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RUTHERFORD HOUSE

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2010

Rutherford Office and Truancy
House [-V School Center
Expenses: (Continued)
Professional - 17,000 -
Qutside contracts . - 44 B6S 51,885
Licensing 1,550 795 -
Work study and educational 626 24,438 1,081
Miscellaneous - 17,209 688
Maintenance supplies 622 8,116 387
Program supplies 5 41,438 -
Personal allowance 14,346 - -
Total expenses 928,616 1.902.093 201.129
Change in net assets 904,123 (1,419,929 308,005
Net assets-beginning of vear 152,714 672,324 66,741
Transfers:
Purchase of fixed assets 4,200) (28,949 -
Other {760.023) 1.087.557 (310.701)
(794,223) 1.058.608 _(310.701)
Net assets-end of year 352614 —a]1,003 04,045

The accompanying notes are an integral part of the financial statements.
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RUTHERFORD HOUSE
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2010

Cash flows from operating activities:
Change in net asscts
Adjustments to reconcile change in net assets to
net cash (used) by operating activities:
Depreciation
{Increase) in accounts receivable
Decrease in prepaid expenses
{Decrease) in accounts payable
{Decrease) in other current liabilities
Total adjustments
Net cash {used) by operating activities

Cash flows from investing activities:
Decrease int investments
Purchase of fixed assets
Net cash provided by investing activities

Net (decrease) in cash and cash equivalents

Cash and cash equivalents at bepinning of vear

Cash and cash equivalents at end of year

The accompanying notes are an integral part of the financial statements.

(237,117)

106,149
(194,114)
11,850
(1,205)
__(1.576)

(84.896)
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RUTHERFORD HOUSE

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2010

Nature of Business.

For the year ending June 30, 2010, five homes for boys were opcrated for delinquent adolescents.
These individuals are usually placed in the home by juvenile court. Rutherford House also operates a
schooling program for the adolescents. Rutherford House receives substantially all of its income
from state and local government grants, generally under third-party reimbursement plans.

Summary of Siznificant Accounting Policies.

a)

(b)

(c)

Financial Statement Presentation:

As a not-for-profit entity, Rutherford House is required (o report information regarding its
financial position and activities based on the absence or existence of donor-imposed restrictions.
Accordingly, net assets of Rutherford House and changes therein may be classified and reported
as follows:

Unrestricted net assets - Net asscts that arc not subject to donar-imposed stipulations. Some
unrestricted net asscts may be designated by the Board for specific purposes.

Temporarily restricted net assets - Net assets subject 1o donor-imposed stipulations that may or
will be met by actions of Rutherford House, and/or by the passage of time.

Permanently restricted net assets - Nel assets subject to donor-imposed stipulations that they be
maintained permanently by Rutherford House. Generally, donors permit all or part of the
income eamed on these assets to be used for generali or specific purposes.

There were no significant temporarily or permanently restricted net assets at June 30, 2010.

Contributions:

Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support depending on the existence and/or nature of any donor-imposed restrictions.
Contributions that are restricted by the donor are reported as increases in unrestricted net assets if
the restrictions expire in the fiscat year in which the contributions are recognized. All other
donor-restricted contributions are reported as increases in temporarily or permanently restricted
net assets, depending on the nature of the restrictions.  When a restriction expires, temporarily
restricted net assets are reclassified to unrestricted nct asscts.  Contributions from related partics
appreximated $30,000 during the fiscal year.

Promises to Give:

Contributions are recognized when the donor makes a promise to give to the Organization that is,
in substance, unconditional. Rutherford House uses thc allowance method to determine
uncollectible unconditional promises receivable, when material. The allowance is based on
prior years' experience and management’s analysis of specific promises made.



2.

Summary of Significant Accounting Policics. {Continued)

(d)

(e)

&y

(8)

(h)

(i)

0

Accounts Receivable:
Rutherford House uses the direct write-off method for charging off bad debts, which does not

materially differ from results obtained using the allowance method. The past duc status of
receivables is based on contractual terms.

Estimates:
The preparation of financial statcments in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosurcs. Accordingly, actual results
could differ from those estimates.

Fixed Assets;
Property and equipment are stated at cost less accumulated deprecialion. Depreciation is
computed using the straight-line method over the following estimated useful lives:

Asset Estimnated Life
Furniture, fixtures, and equipment 5-10 years
House improvements 10-20 years
Buildings 20 years

Donated property and equipment are reported at their estimated fair market value at the date of
gift. All expenditures for fixed assets in excess of $500 are capitalized.

Cash Equivalents:
For purposes of the statement of cash flows, Rutherford House considers all cash on hand and

demeand deposits with banks to be cash equivalents.

Advenrtising Costs:
Costs of advertising are expensed as incurred.

Compensated Absences:

Annual leave penerally is earned by employees at the rate of eight hours per month, beginning
with the third month of employment. A maximum of fifteen days may be carried forward to the
next fiscal year.

Sick leave generally is earned at the rate of eight hours per month, cumulative to 2 maximum of
thirty-six days. Sick leave is not rcdecmable when an emplovee scparates from the
organization.

Income Taxes:

As a nonprofit, privately supported organizations, Rutherford House is exempt from income
taxation under Section 501(c)(3) of the Intemal Revenue Code, but must file an annual retum
with the internal Revenue Service that contains information on its financial operations.
Rutherford House is required to review various tax positions it has taken with respect to its
exempt status and determine whether in fact it continues to qualify as a tax-cxempt entity. It
must also consider whether it has nexus in jurisdictions in which it has income and whether a tax
return is required in those jurisdictions. In addition, as a tax-exempt entity, it must assess



2.  Summary of Significant Aci:ounting Policies. (Continued)

whether it has any tax positions associated with unrelated business income subject to income tax.
Rutherford House does not expect these tax positions to change significantly over the next twelve
months. Any penalties related to late filing or other requirements would be recognized as
penalties expense in the accounting records.

Rutherford Housce is required to file U. S. federal Form 990s for informational purposes. The
federal income tax returns for the tax years 2007 and beyond remain subject to examination by
the Internal Revenue Service.

3. Cash.
Rutherford House holds approximately $6,900 at Junc 30, 2010, in various interest-bearing accounts
on behalf of individual adolescents. These moenies include individual allowances allowed by state
funding and earnings in various fund-raising activities, and are not included in the accounts of
Rutherford House.

Operating cash on deposit with banks is protected by FDIC insurance; there were no deposits in excess
of FDIC limits at June 30, 2010.

4. Investiments.
Investments are summarized as follows at June 30, 2010:

Approximate

Cost Market Value

Bassier Federal Cradit Union CD, 1.04%,
matures 10/26/10 101,035 101,035
Progressive CD, 1.50%, matures 10/31/10 78,584 78,584
Progressive CD, 1.50%, matures 10/21/10 111,569 111,569

221188 _291.188

Because of the shont maturities of each investment, cost and market value are identical.

5. Fixed Assets.
The hook value of fixed assets consists of*

Cost or
Donated Value

Land 233,161
Rutherford House 1 and improvements 113,016
Rutherford House 1l and improvements 218,162
Rutherford House 111 and improvements 131,643
Rutherford House IV and improvements 103,822
Rutherford House V and improvements 75,233
Truancy Center Building and improvements 499,535
Auto garage improvements 1,532
Furniture and fixtures 490,297
Vehicles 131,340
Shop building 188,537
Shop improvements 257,432



5. Fixed Assets. (Continued)

Cost or

Donated Value

Shop equipment 88,696
School equipment 125,984
OfTice and school, building and improvements 871,925
Foster care equipment 4,653
DOC Afier Care Assistance equipment 39,539
Laundry/Book Store building 62.650
Total cost or donated value 3,637,157
Less-accumulated depreciation (2.329.437)
Book value of fixed assets 1,307,720

6. Receivables.
Receivables are summarized by source as follows:

State of Louistana 450,400
Caddo Parish School Board 36,834
Cirty of Shreveport 5,344
Other 4,800

497,378

7. Conditional Promises.
Conditional promises consist of the unfunded portions of approved governmental awards, either
currently in effect or approved for commencement after Junc 30, 2010, Future funding of such
awards is conditioned upon Rutherford House's operation of certain programs, incurrence of certain
costs, and meeting certain matching requirements. Because such awards represent conditional
promises {o Rutherford House, they have not been recognized in the financial statements at June 30,
2010. Such conditional promises amounted to approximately $4,600,000 at June 30, 2010.

8.  Fair Value Measurements.

. The following table presents the fair value hierarchy of Rutherford House for assets measured at {air
value on a recurring basis at June 30, 2010:

Quoted Prices Significant

in Active Other Significant
Markets for Obscrvable  Unobservable
[dentical Assets Inputs Inputs Totaf
(Level 1) (Level 2} (Level 3) Value
Certificates of deposit 291,188 - —_— 291,188

Fair values for thesc investments are determined by reference to quoted market prices generated by
market transactions (Level 1).



10.

Subsequent Events.

Rutherford House is required to evaluate events or transactions that may occur after the balance sheet
date for potential recognition or disclosure in the financial statcments. Rutherford House performed
such an evaluation through December 8, 2010, the date which the financial statements were available
to be issued, and noted no such subsequent events.

Contingencies and Uncerlainties.

As shown in the accompanying financial statements, Rutherford House has incurred a change in net
assets of (§237,117) and has a negative cash flow from operations of $322,013. In addition,
Rutherford House incurred a change in net assets of ($191,815) in the prior year. These conditions
are generally the result of a lower level of funding for residential programs by the Louisiana
Department of Corrections. As a response to these negative factors, Rutherford House has reduced
personnel and fringe costs. [n addition, it has successfully requested an increase in its actual and
authorized placement slats in its residential programs. Management believes these factors will
contribute towards achieving financial stability.

10



HeEARD, MCELROY, & VESTAL

LLP
CERTIFIED PUBLIC ACCOUNTANTS

333 Texas STrREET, SwitE 1525
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318-429-1525 PHonE « 318-429-2070 Fax

December 8, 2010

The Board of Directors
Rutherford House
Shreveport, Louisiana

Report on Internal Control Qver Financial Reporting and on

Compliance and Other Matters Based on an Audit of Financial Statements Performed

in Accordance with Government Auditing Standards

We have audited the financial statements of Rutherford House, as of and for the year ended June 30, 2010,
and have issued our report thereon dated December 8, 2010. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Governmemt Auditing Standards, issucd by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Rutherford House’s internal contro) over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Rutherford
House’s internal control ever financial reporting. Accordingly, we do not express an opinion on the
effectiveness of Rutherford House’s internal contro! over financia} reporting.

A deficiency in intemal control exists when the design or operation of a control does not allow management
or employess, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial stalements will not be prevented, or detecled and currected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any dcficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining seasonable assurance about whether Rutherford House’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracis and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
resulis of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Avditing Standards.
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This report is intended for the information and use of the members of the board, management, and federal
and state awarding agencies and is not intended to be and should not be used by anyone other than these
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UTHERFO OUSE
SCHERULE OF FINDINGS AND RESPONSES

FOR THE YEAR ENDED JUNE 30, 20190

Summary of Audit Results

1. The auditor’s report expresses an unqualificd opinion on the financial statements of
Rutherford House.

2. No material weaknesses related to the audit of the financial statements are reported.

3. Noinstances of noncompliance material 1o the financial statements of Rutherford House are
reported.

4.  Rutherford House was not subject to a Federal Single Audit for the year ended June 30,
2010.
Findings - Financial Statement Audit

None



No findings were reported.

RUTHERFORD HOUSE

SCHEDULE OF PRIOR YEAR FINDINGS

FOR THE YEAR ENDED JUNE 30 2010



RUTHERFORD HOUSE

MANAGEMENT'S CORRECTIVE ACTION PLAN

FOR THE YEAR ENDED JUNE 30. 2010

No findings were reported.



